FOREIGN  POLICY 
REPORTS 


May  I,  1949 


1 6  19-19 


I 


Ispain  and  Portugal — A  Dilemma  for  the  fVest 


BY  OLIVE  HOLMES 


PUBLISHED  TWICE  A  MONTH  BY  THE 

Foreign  Policy  Association,  Incorporated 

MIDSTON  HOUSE,  22  EAST 38th  STREET,  NEW  YORK  16,  N.  Y. 
VOLUME  XXV  NUMBER  4  25^  a  copy  $^,00  a  year 


Spain  and  Portugal — A  Dilemma  for  the  W ?st 

BY  OLIVE  HOLMES 

This  report  summarizes  information  and  impressions  gathered  by  Miss  Holmes  during 
a  recent  visit  to  Spain  and  Portugal. 


OF  all  the  problems  which  face  the  United  States 
in  the  context  of  the  cold  war  none  is  more  com¬ 
plex  or  more  embarrassing  than  that  which  con¬ 
cerns  our  relations  with  the  Iberian  peninsula 
countries.  That  strategic  neck  of  land  is  ruled  by 
the  last  two  formally  organized  Fascist  regimes: 
the  Franco  government  of  Spain  and  the  Salazar 
government  of  Portugal.*  These  governments  are 
deeply  hostile  to  communism;  at  the  same  time 
their  systems  are  essentially  inimical  to  Western 
political  thought,  however  much  this  antagonism 
may  be  masked  now.  Each  government  also  takes 
a  fraternal  interest  in  the  internal  politics  of  the 
other,  for  it  is  well  understood  that  the  collapse  of 
one  might  prove  fatal  to  the  other’s  existence.  This 
understanding  is  strong  and  mutually  sustaining. 
As  the  struggle  for  power  between  East  and  West 
grew  more  sharp  in  1948,  the  Iberian  peninsula  as¬ 
sumed  new  military  and  economic  importance. 

The  intensification  of  the  cold  war  coincided 
with  economic  crisis  in  Spain  and  emboldened  the 
Franco  regime  to  demand  American  aid.  In  the 
same  period  Portugal,  being  in  the  greater  good 
graces  of  the  Western  powers,  asked  for  financial 
help  under  the  European  Recovery  Program.  These 
overtures,  intimately  related  to  consideration  of  the 
Iberian  peninsula’s  importance  in  a  sudden  attack 
that  might  catch  the  West  unprepared,  set  the 
Western  community  directly  on  the  spot.  “Expedi¬ 
ency  is  putting  pressure  on  men  of  principle,’’  the 
London  Economist  noted  of  its  own  government 
“but  would  they  be  right  to  yield  to  it?’’^ 

1.  For  serious  studies  of  the  contemporary  Spanish  scene, 
consult  E.  J.  Hughes,  Report  from  Spain  (New  York,  Holt, 
1947),  and  Charles  Foltz,  Jr.,  The  Masquerade  in  Spain  (Bos¬ 
ton,  Houghton  Mifflin,  1948).  A  summary  of  events  in  or 
affecting  Spain  since  the  end  of  World  War  II  was  made  by 
Robert  Okin,  “Spain  in  the  Post-War  World,”  Foreign  Policy 
Reports,  August  i,  1947.  No  objective  account  of  the  back¬ 
ground  of  the  Portuguese  New  State  and  recent  developments  in 
Portugal  is  readily  available.  For  summary  of  its  wartime 
situation,  see  A.  R.  Elliot,  “Portugal:  Beleaguered  Neutral,” 
Foreign  Policy  Reports,  December  15,  1941. 

2.  The  Economist,  May  22,  1948. 


SPAIN:  PARIAH  OR  PARTNER.? 

Advocates  of  closer  political  and  economic  rela- 1 
tions  with  Franco  Spain  frame  their  argument  in ; 
the  form  of  a  syllogism.  Their  major  premise  is  [ 
that  a  stable  Spain  is  a  vital  requirement  for  se-  [ 
curity  in  the  Western  Mediterranean.  Their  minor 
premise  is  that  only  the  Franco  regime,  at  this  | 
point,  can  guarantee  stability  in  Spain.  It  follows  - 
that  control  of  the  Mediterranean  must  be  an¬ 
chored  by  friendship  with  Franco.  Whether  this 
syllogism  is  well-founded  depends  on  closely  rea¬ 
soned  judgments  about  a  complicated  set  of  fac¬ 
tors — political,  economic,  strategic — extending  be¬ 
yond  the  Spanish  question  itself.  The  Western 
powers,  in  1949,  are  haunted  by  the  same  ques-| 
tion  as  in  1939,  when  danger  threatened  from 
another  quarter:  do  they  want  a  “hungry  or  a 
thriving  Spain 

PATTERN  OF  POWER 

Time  and  the  cold  war  have  worked  to  the[ 
advantage  of  the  regime  in  Spain,  which  has  ap¬ 
parently  grown  more  secure  with  every  year  in 
power.  With  the  help  of  the  armed  forces,  which  j 
all  told  cost  the  Spanish  state  over  50  per  cent  of 
total  expenditures,'*  the  Caudillo  has  fairly  effec¬ 
tively  dispersed  the  militant  opposition.’  The  press 
still  reports  isolated  acts  of  sabotage  or  armed 
clashes  between  the  Guardia  Civil  and  “bandits," 
in  which  fatalities  result  and  one  or  two  prison¬ 
ers  may  be  taken.  Independent  reports,  however, 
agree  that  there  are  fewer  executions  and  fewer 

3.  Herbert  Feis,  The  Spanish  Story  (New  York,  Knopf,  1948)1 

p.  8.  , 

4.  These  include  ordinary  and  extraordinary  budget  appropn- 
ations  for  the  Ministries  of  Army,  Air  and  Navy,  the  Ministrj 
of  the  Interior  for  maintenance  of  police,  and  a  special  ap¬ 
propriation  for  the  forces  in  Spanish  Morocco.  In  1946  total 
disbursements  for  the  armed  services  were  6.5  billion  pesetai; 
in  1947,  7.3  billion  pesetas;  and  in  1948,  7.8  billion  pesetas 

5.  Jiilio  Alvarez  del  Vayo,  “A  Guerrillero  Speaks,”  Tin 
Nation  (New  York),  February  5,  1949. 
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political  prisoners  in  the  jails.^  On  the  other  hand, 
any  persons  who  have  suffered  prison  terms  since 
the  civil  war  are  at  large  only  in  a  state  of 
“watched  liberty”  {libertad  vigilada),  a  type  of 
parole  which  strips  them  of  political  and  civil 
rights,  prevents  them  from  holding  certain  posi¬ 
tions,  and  makes  them  liable  to  fresh  imprison¬ 
ment.  While,  as  with  political  prisoners,  there  is  no 
means  of  verifying  the  numbers  on  “watched  lib¬ 
erty,”  it  is  estimated  that  hundreds  of  thousands 
of  Spaniards  are  thus  withdrawn  from  productive 
activity  and  live  an  uncertain  existence.’  Today 
foreign  observers  in  Madrid  are  unanimous  in 
saying  that  the  Franco  government  after  ten  years 
has  pacified  the  country.  The  Alianza  Demo- 
cratica,  an  underground  coalition  of  Republican 
“parties,”  is  practically  moribund.  Resistance  units 
of  the  anarchist-supported  CNT  (Confederacion 
Nacional  de  Trabaj adores),  the  Socialist  UGT 
(Union  General  de  Trabajadores),  the  latter’s  po¬ 
litical  wing,  the  Socialist  Workers’  party,  the 
Basque  Workers’  Solidarity,  and  others  exist  clan¬ 
destinely,  but  little  has  been  heard  from  them  in 
the  past  year. 

General  Franco’s  political  problem  since  the  end 
of  the  war  has  had  three  aspects.  First,  it  was 
necessary  to  prevent  his  opponents  on  the  Right 
and  the  Left  from  reaching  an  agreement  on  a 
government  which  could  supplant  him,  as  the 
Three-Power  Declaration  of  1946  proposed,  and 
win  recognition  from  Britain,  France  and  the 
United  States.®  It  was  equally  important,  in  the 
second  place,  that  the  international  approval  de¬ 
nied  to  his  enemies  should  be  obtained  for  his  own 
government.  Whatever  steps  were  taken,  finally, 
had  to  meet  with  favor  among  his  own  supporters 
and,  if  possible,  the  Spanish  people  as  a  whole. 

PHANTOM  RESTORATION 

In  1945  and  1946  the  choice,  as  far  as  Spanish 
refugees  were  concerned,  appeared  to  be  between 
the  Republic  of  1931  and  the  Monarchy  of  1876. 
A  peaceful  restoration  of  the  Monarchy,  presided 
over  by  the  army,  would  in  all  probability  mean 

6-  According  to  Minister  of  Justice  Raimundo  Fernandez 
Cuesta,  there  arc  only  36,000  prisoners  in  all  Spain,  including 
2.800  political  prisoners.  Homer  Bigart  in  the  New  York, 
Hnald  Tribune,  February  2i,  1949.  This  figure  is  at  variance 
"'ith  the  estimate  of  120,000  given  by  C.  L.  Sulzberger  in  a 
report  to  the  New  York  Times,  November  30,  1948.  Mr.  Sulz¬ 
berger  also  reported  that  300  executions  took  place  in  1948. 

7-  People  on  “watched  liberty”  are  excluded  from  employ¬ 
ment  in  government  offices  and  trades  controlled  by  syndicates. 
A  more  subtle  form  of  discrimination  based  on  fear  of  re¬ 
prisals  is  practised  against  them  by  private  business  enterprises. 
In  July  1947  opposition  sources  estimated  the  number  of  such 
Psrolees  at  1,750,000;  the  government  contended  there  were 
only  300,000. 

8.  Department  of  State  Bulletin,  March  17,  1946,  p.  412. 


continued  control  by  the  same  elements  which 
have  controlled  Spain  under  Franco.^  But  numer¬ 
ous  Spaniards,  although  leaning  personally  to  re¬ 
publicanism,  or  even  a  tempered  socialism,  believe 
that  the  only  realistic  means  of  escape  from  the 
present  impasse  lies  in  a  return  to  the  Monarchy. 
At  the  very  least,  the  restoration,  they  believe, 
would  offer  an  opportunity  which  does  not  exist 
now  for  Spaniards  to  evolve,  without  violence,  a 
government  of  their  own  choice. 

In  the  negotiations  between  Monarchists  and 
Republicans  which  began  soon  after  the  end  of 
the  war,  the  chief  point  at  issue  appeared  to  be 
whether  the  Monarchists  would  agree  to  a  pleb¬ 
iscite  on  the  Monarchy-Republic  problem  before 
Don  Juan,  Count  of  Barcelona,  the  Pretender, 
should  resume  the  throne,  and  whether  Repub¬ 
licans,  on  their  side,  would  agree  to  support  a 
constitutional  Monarchy.  The  Republican  opposi¬ 
tion  inside  Spain  was  more  disposed  to  consider  a 
compromise  on  this  point  than  was  its  counterpart 
abroad,  the  government-in-exile.  But  the  Franco 
regime  continually  forestalled  any  agreement 
through  its  own  progress  in  the  direction  of  a 
restoration.  These  moves  culminated  in  March 
1947  in  the  announcement  of  a  Bill  of  Succession 
for  the  Spanish  State.”® 

Don  Juan,  anxious  to  get  back  to  Spain  at 
any  price,  needed  the  support  of  the  same  forces 
which  now  support  Franco  (excepting  only  the 
Falange  “old  shirts”)  as  well  as  the  acquiescence 
of  the  middle-of-the-road  Spaniards.  On  Au¬ 
gust  25,  1948  in  a  spectacular  meeting  with  Franco 
on  board  the  latter’s  yacht  in  the  Bay  of  Biscay, 
the  Pretender  agreed  to  have  his  ten-year  old 
son,  Don  Juan  Carlos,  educated  in  Madrid  in 
the  fashion  decreed  by  tradition  for  the  heir-ap¬ 
parent.  In  October  when  the  Spanish  question 
surged  up  again  at  the  fourth  General  Assembly 
session  in  Paris,  the  British  Foreign  Office  an¬ 
nounced  that  Spanish  Socialists  and  Monarchists 
had  reached  a  definite  agreement  on  August  28, 
on  a  “provisional  government”  which  would 
establish  democratic  liberties  and  hold  a  plebiscite 
to  decide  Spain’s  future  form  of  government.”” 
Although  the  Spanish  Socialists  confirmed  the  ex¬ 
istence  of  such  an  accord,  Don  Juan’s  adviser,  Jose 

9.  For  two  interesting  but  divergent  accounts  of  the  Mon¬ 
archist  movement,  see  Hughes,  Report  From  Spain,  cited,  and 
Foltz,  Masquerade  in  Spain,  cited. 

10.  For  text  of  bill,  announced  March  31,  1947,  see  New 
York  Times,  April  i,  1947. 

11.  Ibid.,  October  8,  1948.  For  background  on  the  Socialist 
decision,  see  address  by  Trifon  Gomez  (one  of  the  signers  of 
the  agreement)  before  the  third  UGT  Congress  held  in  France 
in  February  1949,  in  El  Socialista  (Paris),  February  10,  1949. 
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Maria  Gil  Robles,  denied  that  he  had  signed  any 
agreement  with  them. 

In  the  possibility  of  a  regency  or  a  restora¬ 
tion,  to  be  effected  on  his  own  terms.  Franco 
possesses  a  formula  for  dividing,  appeasing  and 
conquering  Spain’s  shifting  political  factions.  It 
also  provides  the  regime  with  an  alternative  to 
fall  back  upon  if  great  power  policies  should  make 
this  necessary.  By  the  same  token,  however,  these 
internal  divisions  diminished  the  possibility  of  for¬ 
eign  intervention.  More  confident  that  it  will  attain 
to  partnership  with  the  West,  the  government  is 
now  giving  Spaniards  somewhat  greater  latitude. 
Fewer  columns  of  cavalry  break  the  twilight  si¬ 
lence  of  dark  streets  on  Madrid’s  outskirts,  and 
the  black  bicornes  of  the  hated  Guardia  Civil  are 
seen  less  on  trains  and  thoroughfares.  More  open 
criticism  of  the  regime  is  tolerated  among  its 
friends,  although  not  in  workers’  quarters.  Like 
private  citizens,  newspapers  and  journals  from 
time  to  time  may  venture  to  criticize  minor  fea¬ 
tures  of  policy  if  they  temper  “freedom  with  re¬ 
sponsibility.”  In  order  to  appease  the  Falange, 
without  strengthening  it,*^  and  to  nip  in  the  bud 
any  incipient  development  of  a  “Third  Force,” 
reportedly  encouraged  by  some  members  of  the 
clergy.  Franco  has  also  been  making  a  determined 
bid  for  mass  support.  There  has  been  no  repetition 
of  the  unprecedented  labor  unrest  of  1946-47,  and 
Jose  Antonio  Giron,  Minister  of  Labor,  is  said  to 
enjoy  some  popularity  among  the  workers  who 
regard  him  as  a  voice  crying  in  the  wilderness  for 
real  social  reform. 

ECONOMY  OF  SCARCITY 

Three  devastating  years  of  internal  conflict  left 
Spain,  a  poor  country  at  best,  in  an  appalling  state 
of  disrepair  and  in  urgent  need  of  goods  and 
credit.  During  World  War  II  industry  and  agri¬ 
culture  suffered  from  shortages  of  materials,  power 
and  machinery.  Perhaps  the  most  serious  effect  of 
the  disruptions  of  the  last  ten  years  has  been  the 
absolute  decline  in  the  production  of  foodstuffs. 
Formerly,  the  favorable  balance  Spain  enjoyed  in 
its  agricultural  exports  offset  heavy  imports  in 
other  lines.  Now  the  country  is  dependent  on 
large  imports  to  meet  minimum  requirements  of 
food,  and  Argentine  wheat  is  the  most  expensive 
item  in  import  schedules. 

Sharp  increases  in  the  cost  of  living,  bank  de¬ 
posits,  and  bank  notes  in  circulation,  and  the  pub¬ 
lic  debt  have  been  the  inevitable  consequences  of 

13.  Late  in  1948  Franco  was  reported  to  have  repulsed  an 
attempt  by  the  Falange  “old  shirts”  to  gain  more  power  over 
the  government  through  their  independent  labor  syndicates. 
Christian  Science  Monitor,  November  20,  1948. 


this  situation.^^  At  the  beginning  of  1948  the 
dollar  was  bringing  40  pesetas  and  more  on  the  | 
Tangier  free  market,  although  then  the  peseta  was  ^ 
officially  valued  at  10.95  *^he  dollar.  In  that 
period  the  government  attempted  to  tighten  cred-  j 
it  by  raising  the  rediscount  rate  and  to  eliminate  | 
speculation  and  curb  the  black  market  by  increas- ; 
ing  official  prices  on  scarce  commodities.  The  busi-  j 
ness  community  scented  the  danger  of  financial 
collapse.  But  although  the  cost  of  living  dropped  | 
eighteen  points  between  December  and  May,  lead- 1 
ing  the  government  press  to  proclaim  that  the } 
inflation  had  been  broken,  the  effects  of  the  anti- 1 
speculation  drive  were  short-lived,  and  were  not  L 
reflected  in  the  prices  of  clothing  and  food.  * 

Spain’s  urgent  need  is  to  restore  and  increase : 
the  productive  capacity  of  its  economy.  Efforts  of  i 
this  kind  are  continually  being  defeated — by  na- 1 
ture,  which  visited  Spain  with  disastrous  droughts 
in  the  postwar  period,  by  the  vicissitudes  of  world 
trade  and,  not  least,  by  the  consequences  of  gov¬ 
ernment  policy.  These  factors  have  had  the  effea 
of  strangling  the  economy,  according  to  an  analy-  j 
sis  published  in  April  1948  by  one  of  the  leading  | 
private  banks  of  Madrid.*'*  Spain’s  economy  is  un- 1 
able  to  sustain  a  population  increasing  at  the  rate ' 
of  more  than  250,000  a  year  (estimated,  mid-1948,  | 
at  27,761,000).  After  the  drought  of  1942-45,  Spain  | 
had  one  year  of  adequate  rainfall  and  good  har- ; 
vests,  before  it  suffered  in  1948  the  most  serious 
water  shortage  in  thirty-one  years.  As  a  result 
production  in  most  agricultural  lines,  particularly 
in  olives,  was  expected  to  be  mediocre.*^  The 
carry-over  of  this  staple  is  under  150,000  metric  [ 
tons.  Under  the  Franco-Peron  protocol  of  1948, 
which  extended  a  $353  million  line  of  credit  from 
Argentina  until  1952,  Spain  has  been  able  to  meet 
minimum  cereal  needs.  But  if  Argentina  continues 
to  ask  high  prices,  and  shipments  remain  as  large 
as  in  1948,  the  credit  may  be  exhausted  before  the 
five  years  are  up. 

Long-term  needs  in  agriculture  include  an  in¬ 
crease  in  the  amount  of  arable  land  through  irri- 

[ 

13.  Government  budgets  for  all  expenditures  increased  by  J 
approximately  7  per  cent  in  1947,  7  per  cent  in  1948,  and 
10  per  cent  in  the  estimated  1949  budget,  primarily  reflecting 
rises  in  the  price  level.  Currency  in  circulation,  amounring  to 
4.8  billion  in  1935,  was  close  to  26  billion  pesetas  at  the  end 
of  1948. 

14.  Banco  Urquijo,  Informe  presentado  a  la  junta  generd 
sobre  el  ejercicio  del  aho  ig47  (Madrid,  1948),  p.  23. 

15.  Price  is  a  factor  in  the  availability  of  Spanish  olive  oil 

for  export  in  1949.  In  one  view,  an  export  surplus  exists,  but 
is  priced  out  of  the  world  market;  in  another,  there  is  an  ade¬ 
quate  supply,  but  it  has  been  cornered  by  Falange  speculators 
In  an  attempt,  evidently,  to  protect  the  domestic  supply  of  to 
staple,  the  government  in  February  announced  a  new  high  • 
rate  of  exchange  for  exports  of  olives  of  13.44  pesetas  to  the  j 
dollar.  i 


foreign  policy  reports  •  MAY  I,  I949 


45 


gallon — utilizing  the  dams  constructed  for  this 
purpose  to  provide  power  as  well — fertilizer,  farm 
machinery,  especially  tractors,  draft-animals, 
trucks,  and  better  roads  to  marketing  points. 
Finally,  intervention  is  required  to  prevent  hoard¬ 
ing  and  to  encourage  more  rational  use  of  the  land 
under  cultivation. 

Despite  its  limited  means,  the  Spanish  econ¬ 
omy  has  contrived  to  build  up  a  number  of  small 
but  sound  family  enterprises;  at  the  present  time, 
however,  industrial  activity  is  below  the  levels 
established  in  the  years  1922-26.  The  cotton  tex¬ 
tile  industry  provides  a  case  study  of  the  vicious 
circle  from  which  the  economy  is  now  suffering. 
Normally  it  supplies  Spain’s  single  most  important 
source  of  foreign  exchange,  but  cotton  exports  in 
1947  amounted  to  only  one-seventh  the  quantity 
and  one-eighth  the  value  of  those  of  1935.  The 
industry  is  now  operating  at  less  than  half  of 
capacity.  Textile  manufacturers  have  been  unable 
to  secure  enough  raw  cotton,  and  power  for 
processing  is  inadequate.^*^  In  1948  Spanish  indus¬ 
try,  already  seriously  affected  by  a  shortage  of 
power  in  relation  to  demand,  had  to  cope  with  the 
drought,  and  by  the  year’s  end  electricity  reserves 
were  reported  to  have  practically  disappeared.  The 
important  areas  around  Bilbao,  center  of  the  metal¬ 
lurgical  industry,  and  Barcelona,  where  the  tex¬ 
tile  industry  is  located,  suffered  particularly.  Cata¬ 
lonia  mills  which  did  not  have  their  own  stand¬ 
by  power  generators  were  able  to  operate  only  one 
full  day  a  week.  According  to  Spanish  textile  in¬ 
dustrialists,  the  increase  in  production  costs  result¬ 
ing  from  higher,  unproductive  pay  rolls,^’  expensive 
power,  and  inability  to  clear  overhead  expenses 
results  in  further  increases  in  living  costs  and  com¬ 
plicates  solution  of  the  foreign  trade  problem. 

WHAT  PRICE  RECOVERY  ? 

Spain’s  foreign  payments  problem  has  become  in¬ 
creasingly  acute  since  1945  and  the  cessation  of 
wartime  preclusive  buying.  Last  year,  the  coun¬ 
try’s  visible  adverse  balance  was  340.5  million  gold 
pesetas,  although  this  was  offset  by  the  fact  that 
the  deficit  in  Spanish-Argentine  trade  of  about  377 
million  gold  pesetas  was  financed  by  the  Argen¬ 
tine  credit.^®  Despite  the  numerous  adverse  fac¬ 
tors,  Spain’s  exports  and  imports  in  1948  repre¬ 
sented  an  increase  in  both  value  and  quantity  over 
the  year  before.  This  improvement,  however,  was 
attributable  only  to  the  “goodness  of  God,”  as  one 

16.  Airgram  (Madrid,  American  Embassy),  December  9,  1948. 
•7*  Third  Quarterly  Economic  Review  (Madrid,  American 
Embassy),  July-September  1948. 

•8.  A  Summary  of  the  Press  (Madrid,  Spanish  Economic  News 
^fvice),  March  22,  1949. 


observer  phrased  it,  and  a  better  1947-48  crop 
which  brought  down  prices  of  some  agricultural 
exports.  Spain  managed  to  keep  a  visible  favorable 
balance  with  the  United  States  of  about  10  million 
gold  pesetas  in  1948.  But  purchases  from  this  coun¬ 
try  for  many  months  have  been  limited  to  what 
can  be  financed  from  current  earnings.'^ 

Holding  a  peseta  whose  purchasing  power  has 
been  steadily  sliding  down,  the  Franco  govern¬ 
ment  has  virtually  exhausted  every  device  short 
of  outright  devaluation  to  improve  its  position.^® 
In  December,  upon  a  tide  of  rumors  that  devalua¬ 
tion  was  being  contemplated,  the  government  an¬ 
nounced  the  adoption  of  a  highly  complicated  set 
of  multiple  exchange  rates,  establishing  peseta 
premiums  for  exporters  of  traditional  Spanish 
specialities,  or  new  products  which  the  regime 
wishes  to  promote,  as  well  as  penalties  upon  ex¬ 
ports  of  products  needed  more  acutely  at  home, 
and  imports  of  “nonessential”  or  competitive  goods. 

The  Spanish  government,  fearing  the  inflation¬ 
ary  effect  of  outright  devaluation  upon  the  econ¬ 
omy,  has  steadily  resisted  resort  to  that  extreme 
measure.  In  his  New  Year’s  Day  message.  Gen¬ 
eral  Franco  called  on  all  citizens  to  produce  more 
in  order  to  reduce  the  cost  of  living  and  to  save 
Spain.  Yet  every  turn  taken  by  Spanish  industries 
leads  back  to  the  central  problem  of  scarcities. 
Franco  himself  admitted  this  last  November,  stat¬ 
ing,  “Our  production  is  limited  because  we  have 
not  the  means  to  augment  it.  But  we  cannot  buy 
those  means  because  we  cannot  export  sufficiently 
to  obtain  the  necessary  dollars.”^  ^  He  set  at  $200 
million  the  amount  Spain  would  like  to  borrow 
from  the  United  States  to  finance  purchases  of 
industrial  and  transport  equipment.  Early  in  1948, 
how’ever,  the  Urquijo  Bank  had  drawn  up  an  “ex¬ 
tremely  modest”  program  from  all  sources  needed 
during  the  four-year  period,  1949-52,  to  rehabili¬ 
tate  and  develop  the  Spanish  economy.  This 
would  cost  $777  million,  exclusive  of  import  re¬ 
quirements  of  foodstuffs  and  raw  materials  used 
by  the  consumer  industries  which  would  bring  the 
four-year  total  to  $1,475  million.^^ 

The  struggle  for  existence  daily  grows  more 
difficult  for  Spaniards  who  do  not  have  access  to 
Falange-managed  stores  or  company  economatos, 
and  must  go  back  to  the  black  market,  where 

19.  See  International  Monetary  Fund,  International  Financial 
Statistics,  March  1948,  pp.  iio-ii,  for  current  information 
on  Spanish  gold  reserves  and  short-term  dollar  assets  of  the 
Bank  of  Spain. 

20.  Foreign  Commerce  Weekly,  October  9,  1948,  March  14, 
1949. 

21.  New  Yor\  Times,  November  ii,  1948. 

22.  Banco  Urquijo,  Informe,  cited. 
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prices,  after  last  year’s  break,  are  climbing  out  of 
their  reach  again.  The  Spanish  Chambers  of  Com¬ 
merce  figures,  taking  the  years  1922-26  as  base,  in¬ 
dicate  that  the  general  cost  of  living  had  risen  to 
570.7  by  October  1948  (it  was  98-100  in  1936), 
while  food  costs  have  gone  up  to  643.^^  But  the 
statistics  do  not  show  the  real  decline  in  living 
levels  since  the  holocaust  of  the  civil  war.  If  people 
could  afford  to  eat  as  well  today  as  they  did  be¬ 
fore  the  civil  war,  their  food  would  cost  them  ap¬ 
proximately  75  per  cent  as  much  again  as  they  are 
currently  paying.  Wage  increases  have  lagged  be¬ 
hind  those  of  living  costs.  In  1947  the  pay  of  the 
Asturias  coal  miner  (who  now  earns  25.85  pesetas 
a  day,  or  about  $1.25,  less  $0.25  deducted  for  vari¬ 
ous  insurance  schemes),  had  risen  to  slightly  more 
than  three  times  what  he  was  earning  in  1936,^"^ 
but  meanwhile  the  cost  of  living  had  increased  al¬ 
most  sixfold.  The  number  of  calories  daily  con¬ 
sumed  by  Spaniards  in  lower-income  brackets 
fluctuates  between  1,500  and  2,000,  depending  on 
whether  the  particular  year’s  harvest  has  been  good. 

There  can  be  no  question  but  that  Spain  is 
traversing  a  period  of  inner  crisis,  and  that  while 
no  immediate  collapse  is  anticipated  the  economy 
rests  on  extremely  unsound  supports.  Much  could 
be  done  on  a  “self-help”  basis  to  relieve  the  situa¬ 
tion,  it  is  held.  As  long  as  the  prospect  of  obtain¬ 
ing  foreign  aid  is  in  the  offing,  however,  Franco 
will  be  extremely  unwilling  to  make  the  necessary 
adjustments  in  fiscal,  monetary  and  commercial 
policy,  beginning  with  creation  of  a  single  rate  for 
the  peseta,  enabling  Spanish  products  to  compete 
in  the  world  market;  the  shearing  of  administra¬ 
tive  costs  of  maintaining  the  syndicates  and  the 
armed  services;  enforcement  of  tax  collections; 
and  elimination  of  rich  opportunities  for  graft  or 
speculation.^^  For  these  measures  would  carry  grave 
political  implications  for  the  regime.  No  trouble 
may  be  expected  from  the  people  themselves,  who 
have  been  either  starved  or  frightened  into  ac¬ 
quiescence.  But  a  similar  statement  cannot  be 
made  about  the  influential  few  who  have  a  direct 
or  indirect  stake  in  the  continuance  of  the  regime: 
the  industrialists,  the  clergy,  landowners,  and  those 
groups  which  have  had  the  plums  from  the  Span¬ 
ish  table — including  the  best  government  jobs  and 
an  impressive  share  of  the  black  market — the 
Falange  and  the  army.  Franco,  according  to  one 
foreign  diplomat  in  Madrid,  is  in  the  position  of  a 
man  astride  a  runaway  horse.  He  cannot  dis- 

23.  camera  de  Comercio  y  Navegacion  dc  Barcelona,  Comercio 
y  navegaciSn  (Barcelona),  November  1948. 

24.  Third  Quarterly  Review,  cited. 

25.  See  El  Economista  (Madrid),  June  5,  1948,  p.  842. 


mount,  for  he  has  seen  to  it  that  there  is  no  i 
one  to  take  his  place;  yet  he  is  in  danger  of  be-  j 
ing  thrown  by  his  own  supporters  if  he  cannot  ’ 
continue  to  provide  the  things  they  have  come  to 
expect  from  him.  i 

WESTERN  DILEMMA 

In  conformity  with  a  resolution  introduced  by 
Poland,  the  United  Nations  was  called  on  to  re- 1 
view  its  position  on  Franco  Spain  at  the  second 
part  of  the  fourth  session  of  the  General  Assembly 
meeting  at  Lake  Success,  which  opened  in  April 
1949.  Since  its  inception  the  core  of  the  UN  posi¬ 
tion  on  this  question  has  been  that  Spain  should 
be  barred  from  its  membership.  In  1946  the  Gen¬ 
eral  Assembly  went  farther  and  resolved  to  apply  | 
limited  diplomatic  sanctions  against  Madrid.^^  But  • 
this  was  the  high  point  of  UN  action  against 
Franco.  By  1948  a  strong  movement  was  afoot 
among  member-nations  to  rescind  at  least  those 
portions  of  the  controversial  1946  resolution  order-  ’ 
ing  the  recall  of  ambassadors  and  the  exclusion  of  j 
the  Spanish  government  from  all  UN  functions  | 
without  exception.  : 

UN  members  based  their  opposition  to  the  1946  \ 
resolution  on  its  futility,  and  Franco’s  ability  to 
ride  out  the  consequences  of  collective  intervention  { 
in  even  its  mildest  form.  The  fact  was  that  diplo-  • 
matic  sanctions,  unaccompanied  by  an  economic ' 
embargo,  militated  against  the  very  opposition  | 
forces  they  were  designed  to  help,  and  promoted ; 
Franco’s  cause.  Their  failure  left  the  intervening  | 
powers,  with  the  exception  of  Russia,  in  an  unten- 1 
able  position.  While  public  opinion  at  home  dic¬ 
tated  that  they  continue  to  oppose  Franco  Spain,  | 
economic  and  strategic  necessities,  as  presently  | 
conceived,  dictated  that  they  co-operate  with  Spain.  S 

Important  as  the  fact  of  Franco’s  hold  on  the  | 
country  has  been  in  forcing  a  reassessment  of  | 
policy  in  the  UN,  Spain’s  strategic  location  and 
terrain  have  been  even  more  influential.  As  the 
situation  became  more  strained  between  Eastern  | 
Europe  and  the  West  in  early  1948,  military  circles ! 
in  the  United  States  began  to  think  in  terms  of 
defense,  having  in  mind  the  apparent  weakness 
of  France  and  Spain’s  value  as  a  come-back  base 
in  the  possible  event  that  the  land-mass  above  the 
Pyrenees  should  be  lost.  From  a  defensive  point 
of  view,  Spain’s  assets  are  mountains  and  veteran  | 
manpower.  On  the  whole,  the  Department  of 
Defense  sees  Spanish  naval  and  air  bases  as  im¬ 
portant,  if  not  vital,  in  any  counteroffensive. 

The  realities  of  the  Spanish  situation,  however, 

26.  United  Nations,  yearbook,  ig47  (Lake  Success,  I947)> 
pp.  129-30. 
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combine  to  limit  these  advantages.  Spain’s  roads, 
railroads,  and  means  of  river  transport  are  in  dis¬ 
repair  and  would  have  to  be  overhauled  and 
expanded,  at  considerable  expense,  by  bringing  in 
heavy  construction  equipment  and  material  from 
the  outside.  Existing  air  bases  are  generally  poor, 
except  at  Madrid  and  Barcelona,  and  without 
good  means  of  access  from  the  coast.  The  present 
equipment  of  the  armed  forces,  which  have  re¬ 
ceived  nothing  new  since  1938,  is  lacking  in  tanks, 
modern  trucks,  adecjuate  antiaircraft  artillery, 
antitank  guns,  and  so  forth.  What  equipment 
they  do  possess  is  a  “veritable  mosaic”  of  articles 
left  over  from  the  civil  war  or  supplied  by  the 
Axis  afterwards.  Although  Spain  now  produces 
enough  small  arms  and  ammunition  to  supply  the 
standing  army  of  350,000  men,  it  would  be  unable 
to  equip  a  fighting  force  of  a  million  and  a  half — 
the  number  which  Franco  claims  could  be  put 
into  the  field  within  three  months.  In  calculating 
the  cost  of  rehabilitating  the  Spanish  armed  forces, 
moreover,  the  not  inconsiderable  amount  must 
also  be  added  which  would  have  to  be  expended 
in  an  effort  to  raise  general  morale. 

SPANISH  POLICY  REAPPRAISED 

Nevertheless,  in  the  period  of  rising  tension  be¬ 
fore  the  French  elections  of  November  1947  and 
those  in  Italy  in  April  1948,  Franco’s  unequivocal 
anti-Communist  stand  was  a  potent  factor  in  his 
favor.  Spanish  propagandists  made  much  of  the 
argument  that  the  Nationalists  fought  an  internal 
war  against  international  communism,  remained 
opposed  to  the  Soviet  Union  when  the  Western 
powers  were  allied  with  it,  and  did  not  have  to  be 
“bought  by  American  dollars”  to  continue  their 
opposition.  On  what  grounds,  they  asked,  was 
Spain  excluded  from  the  Western  community  of 
nations  when  the  defeated  countries  of  World 
War  II  were  included,  and  the  West  was  even 
courting  the  Tito  government  of  Yugoslavia, 
whose  internal  policies  appear  to  be  as  antithetical 
to  Western  ideology  as  those  of  Franco?^’  Advo¬ 
cates  of  Spain’s  inclusion  in  the  ERP  argued  wish¬ 
fully  that  if  that  country  were  not  let  in  by  the 
front  door,  it  would  come  in  by  the  back  door, 
I  since  the  economy  is  bound  to  benefit  indirectly, 
j  if  not  directly,  from  the  program.  Why  not  make 
i  Franco  pay,  in  terms  of  military  bases  and  favor¬ 
able  conditions  for  American  investors,  for  what 

27.  In  a  statement  to  Assis  Chateaubriand,  director  of  0  Jornal 
(Rio  de  Janeiro),  November  4,  1947,  General  Franco  implied 
that  Spain  wanted  direct  aid,  rather  than  ERP  aid,  from  the 
United  States.  In  April  1948,  however,  the  Caudillo  gave  an 
interview  to  the  Manila  Chronicle  in  which  he  attacked  the 
exclusion  of  Spain  from  the  Marshall  plan  as  “an  outstanding 
stupidity.” 


he  will  get  in  any  case,  they  demanded.? 

These  arguments  presumably  were  reflected  in 
the  surprise  vote  of  the  House  of  Representatives 
on  March  30,  1948 — the  eve  of  the  crucial  Italian 
elections — to  attach  an  amendment  to  the  Euro¬ 
pean  Recovery  Act  opening  the  way  for  the  in¬ 
clusion  of  Spain.^®  While  this  amendment  was 
shelved,  the  movement  to  bring  Spain  into  eco¬ 
nomic  and  military  arrangements  of  the  Western 
community  continued,  gathering  strength  before 
the  November  Presidential  elections  in  the  United 
States.  The  procession  of  “unofficial  ambassadors” 
who  visited  Madrid  last  fall,  including  Senator 
Chan  Gurney,  Republican,  of  South  Dakota,  then 
chairman  of  the  Senate  Armed  Services  Commit¬ 
tee,  Eric  Johnston,  James  Farley,  and  Congres¬ 
sional  investigating  committees,  indicated  a  strong 
current  in  favor  of  reappraising  Spanish  policy. 

The  Truman  administration,  however,  had  to 
take  into  account  not  only  the  cost  to  the  West  of 
not  aiding  Spain,  but  also  the  cost  of  aid.  Was 
the  Spanish  government,  in  predicting  an  immi¬ 
nent  crisis,  crying  “wolf,  wolf,”  or  was  the  danger 
of  economic  collapse  genuinely  serious.?  In  the 
large  perspective  of  American  interests,  would  it 
be  better  to  save  Franco  and  risk  loss  of  faith  in 
the  motives  of  the  United  States,  or  to  let  the  Span¬ 
ish  regime  sink  and  court  loss  of  an  important 
military  position.? 

This  central  dilemma  could  be  examined  from 
numerous  angles.  American  officials  having  an 
intimate  acquaintance  with  the  workings  of  the 
Madrid  government  questioned  whether  American 
aid  would  be  well-spent,  yet  doubted  that  the 
Franco  regime  would  accept  any  conditions  or 
restrictions  upon  its  use.  Until  now  Madrid,  ap¬ 
parently  operating  under  the  impression  that  the 
United  States  needed  Spain  more  than  Spain 
needed  the  United  States,  had  turned  a  deaf  ear 
to  suggestions  for  the  “liberalization”  of  the  re¬ 
gime,  although  this  was  generally  considered  pre¬ 
requisite  to  American  aid.^^  Beyond  the  purely 
economic  risk  involved,  political  risks  surrounded 
the  extension  of  economic  and  technical  assistance 
to  Franco  Spain.  On  the  theory  that  the  amount 
of  American  credit  available  to  Western  Europe 
was  not  unlimited,  Marshall  plan  countries  might 
well  regard  the  extension  of  the  ERP  to  Spain  as 

28.  New  York.  Times,  March  31,  1948;  sec  also  Christian 
Science  Monitor,  April  3,  1948. 

29.  In  addition  to  representing  to  the  Spanish  government 
the  desirability  of  political  reforms,  such  as  the  abolition  of 
military  star-chamber  trials  of  political  prisoners,  and  an  am¬ 
nesty  for  persons  on  “watched  liberty,”  the  American  Embassy 
has  also  advised  economic  “liberalization,”  particularly  of  the 
regulation  allowing  foreign  capital  only  a  25  per  cent  interest 
in  Spanish  enterprises,  and  of  the  “fictitious”  exchange  rate. 
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depriving  their  own  economies.  Their  nervous  the  unpredictable  reaction  of  the  Spanish  people 
peoples  would  be  inclined  to  view  a  Spanish-Ameri-  had  to  be  weighed  in  this  accounting.  It  might  be 
can  rapprochement  as  a  token  that  the  United  argued  that  aid  to  Spain  in  the  long  run  would 
States  planned  to  place  its  main  line  of  defense  promote  the  conditions  under  which  democracy 
on  the  Pyrenees.  Many  non-Communist  Euro-  would  flourish  and  the  lot  of  ordinary  Spaniards 
peans,  moreover,  continued  to  maintain  fraternal  would  be  improved.  In  the  short  run,  however,  it 
bonds  with  the  Spanish  Republican  cause,  notably  s^o^e  up  the  dictatorship, 

the  Socialist  parties  and  middle-ground  labor 

groups  like  the  French  Force  Ouvriere.^"  Finally,  Conferences  passed  unanimously  a  resolution  op^sing 

®  ^  the  inclusion  of  Franco  Spain  in  Western  Union.  The  Tmes 

30.  On  December  3,  1948,  the  Committee  of  International  (London),  December  4,  1948. 

Portugal:  Free  Nations’  Partner 

By  Olive  Holmes  with  the  assistance  of  Blair  Bolles 


THERE  is  no  “Portuguese  question”  of  the  di¬ 
mensions  of  the  Spanish  problem,  and  this  ac¬ 
counts  for  the  fact  that  the  Portuguese  government 
is  today  a  member  of  the  European  Recovery  Pro¬ 
gram,  and  would  be  in  the  United  Nations  if 
the  Western  view  prevailed.  The  ideological  issue 
in  Portugal  was  joined  and  resolved  in  the  late 
twenties  before  Spain  became  the  cockpit  of  World 
War  II.  The  corporative  New  State  in  Portugal  rep¬ 
resents  a  reaction  from  *  the  hectic  parliamentary 
government  of  the  Republic  (1910-26)  which  v/as 
set  aside  in  1926  by  a  series  of  military  coups.  Two 
years  later.  Dr.  Antonio  de  Oliveira  Salazar,  the 
present  Prime  Minister,  received  power  from  Gen¬ 
eral  Oscar  de  Fragoso  Carmona,  now  President, 
to  effect  a  series  of  sweeping  financial  and  eco¬ 
nomic  reforms.  This  one-time  professor  of  eco¬ 
nomics  took  hold  of  the  nation’s  disordered  fi¬ 
nances  and  by  rigid  planning,  economies,  and  min¬ 
isterial  accounting,  succeeded  in  bringing  order. 

In  the  political  realm,  meanwhile,  the  regime 
organized  principal  industries  and  occupational 
groups  into  guilds  and  syndicates  on  hierarchical 
lines.  Intended  as  machinery  for  industrial  self- 
government,  in  actual  fact,  these  bodies  became 
passive  instruments  for  carrying  out,  with  a  mini¬ 
mum  of  publicity,  policies  dictated  from  above 
for  industry,  commerce  and  trade.  The  National 
Assembly,  composed  of  delegates  elected  from  lists 
submitted  by  the  National  Union — the  single  party 
or  “movement”  admitted  by  the  state — is  at  pres¬ 
ent  the  nearest  approach  to  a  representative  gov¬ 
erning  body  in  Portugal. 

In  order  to  have  a  government  which  really 
functions  in  the  national  interest,  according  to 
Salazar,  it  has  been  necessary,  in  practice,  to  limit 
civil  liberties,  although  these  are  theoretically  guar¬ 
anteed  by  the  constitution.  “This  leads  some  to 
believe  that  there  is  no  liberty  in  Portugal,”  he 


declared  in  a  campaign  speech  last  January.  “But 
the  majority  of  Portuguese  have  never  had  as 
much  liberty  as  under  the  present  regime  for 
within  the  limits  in  which  it  is  conceded  it  is  equal 
for  all  and  effectively  guaranteed.”  ‘  Censorship  is 
exercised  with  considerable  rigidity  by  the  Min¬ 
istry  of  the  Interior.  It  also  administers  the  regu¬ 
lar  police  force  and  the  secret  police  (PIDE), 
which  some  believe  is  organizationally  linked  up 
with  the  Spanish  security  police.  Arrests  without 
specific  charge  are  authorized  when  offenses 
“against  the  safety  of  the  State”  are  in  question. 
Without  due  process  of  law,  imprisonment,  sen¬ 
tence  and  deportation  to  concentration  camps  in 
the  colonies  for  “revolutionary  activities”  are  vis¬ 
ited  upon  members  of  the  clandestine  opposition. 

The  opinion  of  the  ruling  group  in  Lisbon  is 
that  the  Portuguese  people  are  not  ready  for  self- 
government.  The  Prime  Minister’s  theories  reveal 
a  deep  conviction  that  the  common  people  lack 
political  intelligence.  “The  workers  do  not  con¬ 
stitute,  as  far  as  we  are  concerned,  good  raw  ma¬ 
terial  for  political  life,  either  individually  or  as  a 
group,”  he  said  on  January  7.  But  he  went  on  to 
acknowledge  that  this  fact  imposes  special  respon¬ 
sibilities  on  the  government.  The  issue  in  Portu¬ 
gal,  therefore,  is  whether  the  New  State,  in  de¬ 
priving  Portuguese  of  political  liberties,  has  given 
the  people  compensatory  security  in  other  areas, 
such  as  those  of  livelihood,  welfare,  and  education. 

BEHIND  THE  FACADE 

From  the  opposition  point  of  view,  Portuguese 
have  waited  overlong  for  the  New  State’s  prom¬ 
ised  reforms  which,  when  finally  materialized,  are 
“too  little”  as  well  as  “too  late.”  Portugal  is  ad¬ 
mittedly  a  poor  country,  in  which  the  per  capita 

I.  Oliveira  Salazar,  O  meu  depoimento  (Lisbon,  Edicocs  SNl, 
1949),  p.  15. 
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national  income  in  normal  years  is  estimated  to 
be  one  of  the  lowest  in  Western  Europe.  Its  popu¬ 
lation  is  also  one  of  the  fastest  growing  in  Europe : 
the  number  of  persons  per  square  mile  has  risen 
from  170  to  240  since  1920.^  Agricultural  produc¬ 
tion,  especially  of  food,  has  not  kept  pace  with 
increased  consumption,  as  100,000  mouths  are 
added  annually.  The  low  crop  yield  attests  the  im¬ 
perfections  of  the  agrarian  system,  like  Spain,  char¬ 
acterized  by  lack  of  capital,  uneven  distribution  of 
population,  and  concentration  of  land  ownership. 
This  situation  has  not  changed  under  the  New 
State,  although  the  government  has  tried  to  stimu¬ 
late  rice  and  wheat  growing  with  some  success, 
especially  in  rice.^  Like  Spain,  too,  the  country 
suffers  from  irregular  and  maldistributed  rainfall, 
por  soil,  a  shortage  of  fertilizers  and  a  lack  of 
grain  storage  space.  In  consequence,  Portuguese 
are  badly  undernourished.  The  National  Commit¬ 
tee  of  the  Food  and  Agriculture  Organization  has 
reported  that  the  daily  per  capita  intake  of  calories 
is  2,300.  Other  agencies  believe  that  this  estimate 
is  too  generous  and  that  a  more  exact  figure  would 
not  exceed  2,100.  This  problem  is  inseparably 
linked  with  the  problem  of  the  low  rural  wage 
and  underproductivity^  of  agricultural  workers. 
The  Portuguese  are  masters  of  the  third  largest 
empire  in  the  world,  which  includes  the  large, 
empty  African  territories  of  Angola  and  Mozam¬ 
bique  with  great  potential  food  and  mineral  re¬ 
sources.  Yet  despite,  or  perhaps  because  of,  the 
government’s  mercantilist  approach  to  colonial 
affairs,  they  have  not  enjoyed  any  consequent  im¬ 
provement  in  their  standard  of  living  or  relief 
from  overcrowding  at  home.’ 

Agricultural  products  from  metropolitan  Por¬ 
tugal  and  the  colonies  normally  furnish  the  prin¬ 
cipal  means  of  payment  for  the  country’s  imports 
of  machinery  and  fuel.  In  prewar  years  a  surplus 
of  about  $5  million  only  remained,  within  the 
Empire  as  a  whole,  after  these  requirements  had 
been  met.  Chief  exports  are  wines,  sardines,  cork 
(of  which  Portugal  is  the  largest  world  producer), 

2.  Economic  Co-operation  Administration,  Portugal  Country 
Sttidy  (Washington),  February  1949,  p.  3. 

3-  Portugal,  Report  from  the  Portuguese  Food  and  Agriculture 
^fganization  to  the  Food  and  Agriculture  Organization  of  the 
UN  (Lisbon,  1948). 

Banque  de  Portugal,  Rapport  du  Conseil  d’ Administration , 
Exercice  1^47  (Lisbon,  1948),  p.  42. 

5-  In  order  to  maintain  the  labor  supply  in  the  southern  part 
of  the  country,  as  well  as  to  reroute  emigration  to  the  colonies, 
the  Portuguese  government  in  1947  suspended  emigration  to 
Brazil.  But  because  of  the  lack  of  facilities  in  the  colonies  less 
than  a  thousand  settlers  have  emigrated  annually  to  Portuguese 
overseas  possessions  in  recent  years.  Portugal,  Secretariado  Na¬ 
tional  da  Informaflo,  Bulletin  of  Political,  Economic  and  Cul- 
inral  Information,  May  31,  1947,  June  30,  1947. 


cotton  goods,  resin  and  turpentine.  During  the 
war,  large  purchases  by  the  belligerents  on  both 
sides  swelled  Lisbon’s  reserves  of  gold  and  for¬ 
eign  currencies,  as  did  a  heavy  influx  of  refugee 
capital.  In  1946  it  was  reported  to  have  almost 
$750  million  in  gold  and  foreign  exchange,  as  com¬ 
pared  with  about  $65  million  in  1938.^  These  re¬ 
serves  placed  the  country  in  a  seemingly  favorable 
position  to  get  on  with  the  projects  for  hydro¬ 
electric  power  and  transport  development  planned 
as  far  back  as  1936  which  the  lack  of  funds  had 
prevented  from  realization. 

In  1946-47,  accordingly,  the  Salazar  regime  em¬ 
barked  on  a  program  of  heavy  imports  of  ma¬ 
chinery,  iron  and  steel,  as  well  as  of  essential  con¬ 
sumer  goods,  it  being  expected  that  the  latter 
would  help  to  alleviate  inflationary  pressures  gen¬ 
erated  during  the  war.  Priority  was  supposed  to 
be  given  to  investment  goods.  Nevertheless,  con¬ 
siderable  amounts  of  the  war  windfall  were  spent 
for  purchases  of  automobiles  and  other  luxury  im¬ 
ports  which  in  the  long  run  would  neither  con¬ 
tribute  to  accelerating  the  rise  of  new  industries 
nor  relieve  the  pressure  on  the  market  for  basic 
consumer  goods.  Metropolitan  Portugal’s  deficit 
on  merchandise  account  increased  to  $221.8  mil¬ 
lion  that  year,  as  compared  with  $87.9  million  in 
1946,  and  only  $42.6  million  in  1938.’ 

In  the  autumn  of  that  year,  the  government 
belatedly  began  to  adopt  restrictions  on  a  long  list 
of  “nonessential”  imports  starting  with  automo¬ 
biles,  and  on  the  acquisition  of  dollars.  The  diffi¬ 
culties  of  locating  markets  for  high-priced  exports 
and  a  series  of  natural  disasters  in  1948 — the  poor 
sardine  catch  and  a  bad  wheat  crop — have  con¬ 
tributed  to  Portugal’s  balance-of -payments  prob¬ 
lems.  Its  gold  reserves  have  melted  away  from 
$376  million  in  July  1947  to  between  $160  and 
$170  million,  and  of  this  $140  million  represents 
legal  backing  for  the  country’s  currency.  The  re¬ 
mainder  will  only  cover  part  of  the  country’s  esti¬ 
mated  balance-of -payments  deficit  in  1949-50.® 

The  European  Recovery  Program  offered  one 
means  of  relieving  the  dollar  shortage.  Portugal  had 
been  one  of  the  sixteen  nations  invited  to  the  July 
1947  meeting  of  the  Paris  Committee  for  Euro¬ 
pean  Economic  Co-operation.  It  was  not  until  the 
fall  of  1948,  however,  that  Lisbon  submitted  to 
the  OEEC  a  program  for  the  entire  four-year 
period  covered  by  the  ERP,  and  asked  for  $100.6 

6.  Banque  de  Portugal,  Rapport,  cited.  For  a  critical  analysis 
of  Portuguese  trade  trends  since  the  end  of  the  war,  see  Nuno 
Simoes,  "Balanca  comercial  portuguesa,”  Revista  do  Comercio 
(Rio  de  Janeiro),  July-August  1948. 

7.  Portugal  Country  Study,  cited,  p.  11. 

8.  Ibid.,  p.  I. 
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million  in  gross  dollar  aid  to  cover  the  anticipated 
balance-of-payments  deficit  in  1949-50.  The  Por¬ 
tuguese  long-term  program  calls  for  the  fullest 
possible  use  of  the  country’s  rivers  for  hydroelectric 
power  development,  irrigation  and  transport.  It  is 
hoped  that  the  country  will  be  able,  by  harnessing 
the  potential  resources  of  the  Douro  and  other 
rivers,  to  increase  cultivable  land,  reduce  the  im¬ 
ports  of  foodstuffs  which  “weigh  heavily  on  the 
commercial  balance”  and  increase  exports  of  food 
to  Europe.  At  the  same  time,  these  projects  would 
make  raw  materials  available  for  domestic  use  and 
export,  notably  the  iron  ore  deposits  at  Moncorvo 
on  the  Douro  (and  oilseeds  and  vegetable  oils 
from  the  colonies)  and  by  the  same  token  help 
make  the  country  independent  of  solid  and  liquid 
fuel  imports.  The  Economic  Co-operation  Admin¬ 
istration,  however,  reduced  this  amount  to  a  ten¬ 
tative  figure  of  $10  million.  The  basis  for  the 
agency’s  action  was  that  Portugal  had  already  met 
its  most  urgent  postwar  needs  for  imports  of  ma¬ 
chinery,  iron  and  steel.  It  held,  further,  that  these 
imports  were  intended  for  development  rather 
than  relief,  and  as  such  could  not  altogether  be 
considered  as  within  the  scope  of  the  ERP.^ 

The  basic  poverty  of  -natural  resources,  low  na¬ 
tional  income  and  purchasing  power  impose  limi¬ 
tations  upon  the  rate  of  progress  in  the  field  of 
economic  and  social  reform.  Nevertheless,  impar¬ 
tial  observers  contend  that  the  budget-minded 
Salazar  government  has  not  done  all  that  it  could 
have,  even  within  its  admittedly  limited  means, 
to  raise  living  conditions  in  the  past  twenty  years. 
During  the  generation  Salazar  has  been  in  power, 
illiteracy  has  not  been  visibly  reduced.  The  high¬ 
est  causes  of  death  remain  those  characteristic  of 
backward  areas,  intestinal  and  respiratory  diseases, 
and  the  amount  of  health  assistance  available  to 
the  poor  is  extremely  limited.*®  There  is  a  gap 
between  promises  and  performance,  too,  in  the 
field  of  low-cost  public  housing.**  Beggars  are 

g.  Ihid.,  p.  25.  Yet  the  United  States  is  interested  in  increas¬ 
ing  the  flow  of  strategic  minerals  from  the  African  hinter¬ 
land  to  this  country  under  its  stockpiling  program.  In  order 
to  do  this,  the  congested  facilities  of  the  port  of  Beira,  in 
Mozambique,  recently  expropriated  from  a  British-controlled 
company,  must  be  expanded,  and  there  is  an  additional  reason 
for  undertaking  this  project  in  the  fact  that  Beira  is  the  prin- 
ci,:al  outlet  for  the  chrome,  copper,  and  so  on,  of  Southern 
Rhodesia.  The  cost,  however,  has  apparently  not  been  included 
in  the  loan  request  allowed  for  the  current  EGA  fiscal  year. 
10.  For  disease  mortality  ratio,  including  infant  mortality, 
see  Portugal,  Instituto  Nacional  de  Estatistica,  Boletim  mensal, 
September  1948.  The  welfare  policy  of  the  Salazar  government 
is  described  in  Social  Assistance  in  Portugal  (Lisbon,  SNI  Edi¬ 
tions,  1945),  pp.  29-32.  For  a  critical  opinion  on  public  as¬ 
sistance  from  a  member  of  the  opposition,  sec  Dr.  Pulido 
Valente,  Diario  de  Lisboa,  January  22,  1949. 

It.  Sec  statement  of  head  of  National  Syndicate  of  Architects, 
Keil  Amaral,  in  ibid.,  January  18,  1949. 
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kept  off  the  streets,  and  in  urban  areas  there  arc 
few  reminders  of  the  poverty  that  characterizes 
most  of  Southern  Europe.  Even  in  middle-class 
residential  areas  of  Lisbon,  however,  behind  the 
facades  freshly  washed  with  pink,  green,  or  yellow 
paint,  slum  “patios”  are  encountered  where  tuber¬ 
culosis,  unemployment,  and  poverty  present  a  grim 
contrast  to  the  colorful  exteriors. 

THE  “regime  in  EVOLUTION” 

Under  these  conditions,  discontent,  whether 
wholly  justified  or  not,  reaches  into  many  social 
groups  and  runs  almost  the  entire  length  of  the 
political  spectrum,  including  Monarchists  on  the 
Right  and  Communists  on  the  Left.  Censorship 
makes  it  difficult  to  assess  the  strength  of  the  op¬ 
position.  An  opportunity  to  gauge  Salazar’s  popu¬ 
larity  and  the  prospects  for  the  New  State  was, 
however,  provided  in  the  Presidential  elections  held 
on  February  13  of  this  year. 

These  elections  were  called  in  compliance  with 
the  constitution;  in  the  three  previous  elections 
Marshal  Carmona  had  been  returned  unchallenged 
to  the  office  he  took  twenty  years  ago.  Last  year, 
however,  the  opposition  decided  to  run  a  candi¬ 
date  of  its  own.  This  aspirant  was  General  Norton 
de  Mattos,  former  colonial  administrator  and  dip¬ 
lomat.  He  was  sponsored  by  a  loose  coalition  of 
leaders  of  the  one-time  political  parties  of  the 
Republic,  which  now  exist  in  name  only.  Norton 
announced  his  candidacy  in  July  1948,  and  de¬ 
manded  the  lifting  of  censorship,  restoration  of 
liberties  of  association  and  reunion,  and  revision 
of  electoral  procedures.*^  Salazar  formally  opened 
the  short,  six-week  campaign  on  January  7,  1949. 
with  an  address  before  the  National  Union  con¬ 
vention,  in  which  he  nominated  President  Car¬ 
mona  as  the  government  candidate,  and  prom¬ 
ised  that  all  points  of  view  would  be  given  “suffi¬ 
cient  liberty”  of  expression.*^  The  partial  with¬ 
drawal  of  censorship  from  the  almost  wholly  con¬ 
trolled  press  and  the  opportunities  to  hold  cam¬ 
paign  meetings,  although  limited  by  police  restric¬ 
tions,  had  an  electrifying  effect  upon  the  anti- 
Salazar  forces.  But  although  the  government  did 
not  permit  any  overt  intimidation  of  the  Norton 
de  Mattos  group,  it  made  no  concession  to  the 
opposition’s  demands  for  changes  in  the  voting 
provisions.  On  February  ii  General  Norton  de 
Mattos  withdrew  his  candidacy,  as  had  been  gen¬ 
erally  anticipated,  on  the  ground  that  the  elections 
would  not  be  free.  Nevertheless,  the  elections  were 

12.  Norton  de  Mattos,  Os  dois  primeiros  meses  da  minha  can- 
didatura  i  presidencia  da  republica  (Lisbon,  1948),  especially 
pp,  103-13. 

13.  Salazar,  O  meu  depoimento,  cited. 
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held  as  scheduled  on  February  13,  with  opposition 
leaders  abstaining  in  protest.  According  to  the  offi- 
dal  figures,  878,137  people,  or  77.5  per  cent  of 
those  registered,  voted  in  Portugal  proper,  and  of 
this  number  Carmona  received  876,538  ballots. 

The  heterogeneity  of  the  opposition  forces 
proved  during  the  campaign  to  be  at  once  their 
strength  and  their  great  weakness.  Out-of-season 
politicians,  professional  men,  workers,  business¬ 
men,  and  students  found  common  ground  on 
only  one  point:  that  Salazar  should  go.  The  inner 
circle  around  Norton  de  Mattos,  however,  was 
unwilling  or  unable  to  clarify  its  stand  on  com¬ 
munism,  the  church,  and  the  army.  Their  vague 
and  frequently  contradictory  statements  on  these 
problems — key  issues  in  conservative,  clerical  Por¬ 
tugal — undoubtedly  played  into  the  government’s 
hand.  In  his  January  7  address,  Salazar  asserted 
that  the  choice  lay  between  corporativism  and  an 
inept  government  of  factions  which  would  give 
the  Communists  control.  In  moderate  circles,  it 
was  generally  thought  that  the  opposition  can¬ 
didate,  while  personally  no  Communist,  had  ac¬ 
cepted  Communist  support,  and  this  opinion  was 
fortified  by  Norton  de  Mattos’  description  of  the 
Communists  as  “true  patriots  and  true  Portu¬ 
guese,”  at  a  large  rally  in  Oporto  on  January  23.*“* 
On  the  church  issue,  the  inner  circle  of  the  op¬ 
position  failed  to  reassure  liberal  Catholics  that 
the  new  regime  would  not  be  characterized  by 
unlicensed  persecution  of  the  church,  as  the  Re¬ 
public  had  been  in  the  early  period.  Finally,  Nor¬ 
ton’s  statement  promising  that  the  armed  forces 
would  assume  their  proper  function  in  the  nation’s 
service  was  widely  interpreted  as  a  threat  to  strip 
the  army  of  its  special  privileges  under  the  dic¬ 
tatorship.  These  controversies  were  inevitable  un¬ 
der  the  conditions  prevailing  in  Portugal  where 
not  only  the  army,  but  the  church  as  well,  are 
allied  with  a  reactionary  government.  But  the  alli¬ 
ance  with  the  Communists  proved  unacceptable  to 
many  Portuguese  moderates.  The  followers  of 
Cunha  Leal,  who  had  been  head  of  the  Liberal 
party  of  the  Republican  period,  together  with  the 
right-wing  Socialists  held  aloof  and  even  during 
the  campaign  began  negotiating  for  the  formation 
of  a  “Third  Force.”^’ 

It  may  be  asked  why  the  authoritarian  regime  in 
Portugal  tolerated  the  brief  public  appearance  of 
an  opposition  which,  having  had  a  taste  of  free¬ 
dom,  will  be  the  more  reluctant  to  return  to  its 
former  condition.  Salazar’s  apologists  explain 

'4.  0  Primeiro  de  Janeiro  (Porto),  January  24,  1949. 

For  statement  by  Cunha  Leal  clarifying  his  position  on  the 
'lection,  see  Diario  de  Lisboa,  January  22,  1949. 


that  the  Prime  Minister  sought  in  this  way  to  test 
the  degree  of  responsibility  of  the  regime’s  critics 
in  the  hope  of  securing  a  “licensed  opposition”  for 
the  National  Assembly,  for  which  elections  will 
be  held  in  the  fall  of  1949.  Although  this  ex¬ 
planation  does  not  fit  in  with  the  mood  of  Salazar’s 
election  statements,  it  is  not  implausible,  and  in 
fact  coincides  at  some  points  with  the  explanation 
of  the  opposition  which  believed  that  the  elections 
were  intended  to  fortify  Portugal’s  case  as  a  work¬ 
ing  partner  in  Western  European  economic  and 
defense  arrangements.  In  his  (Dporto  speech,  Sala¬ 
zar  stated  ambiguously  that  the  February  election 
would  be  the  “last  time  in  which  a  constitutional 
coup  d’etat  would  be  technically  possible.”  This 
aroused  speculation  as  to  whether  the  Prime  Min¬ 
ister  might  be  considering  a  further  advance  along 
the  corporative  road,  in  the  creation  of  a  Corpora¬ 
tive  Chamber  with  genuine  legislative  functions, 
instead  of  merely  advisory  powers,  as  now  pro¬ 
vided.  His  statement,  however,  was  also  interpreted 
to  promise  a  restoration  of  the  Monarchy. 

SPAIN,  PORTUGAL  AND  THE  WEST 

The  Salazar  government’s  equivocal  wartime 
record  led  many  Portuguese  to  expect  that  the 
victorious  powers  would  pursue  a  distinctly  cool 
policy  toward  Lisbon  after  the  war.  But  the 
centuries-old  alliance  with  Britain,  close  Anglo- 
Portuguese  commercial  ties  and  London’s  accumu¬ 
lated  wartime  debt  to  Portugal,  made  it  inevitable 
that  Lisbon  should  be  included  in  efforts  for  Eu¬ 
ropean  reconstruction.  The  importance,  as  far  as 
the  United  States  was  concerned,  of  retaining  war¬ 
time  transit  rights  in  the  Azores  for  American  civil 
and  military  aircraft  cannot  be  unduly  stressed.  In 
1944,  after  prolonged  negotiations,  the  Portuguese 
government  granted  the  United  States  the  use  of 
a  base  on  'Santa  Maria  island  in  the  Azores  which 
was,  from  this  country’s  point  of  view,  an  “ex¬ 
tremely  valuable  contribution  to  the  war  effort  of 
the  United  Nations.”  The  Santa  Maria  base  was 
formally  returned  to  Portugal  in  1946,  but  at  that 
time  Washington,  not  without  difficulty,  obtained 
transit  facilities  at  Lagens  airfield,  in  the  same 
group  of  islands,  until  the  end  of  1947.  On  Febru¬ 
ary  2,  1948  this  period  was  extended  until  1953.'^ 
The  Lagens  field  has  been  described  as  an  integral 
part  of  the  arc  of  American  air  defenses  reaching 
from  West  Africa  to  Greenland.  The  London 
Colonial  Office  and  the  State  Department  are  both 
interested  in  developments  in  Portugal’s  mineral- 
rich  possessions  of  Angola  and  Mozambique. 

Other  factors  recommending  Salazar’s  govern- 

16.  Department  of  State  Bulletin,  March  14,  1948,  pp.  358-60. 


52 


PORTUGAL:  FREE  NATIONS*  PARTNER 


ment  to  the  great  powers  of  the  West  have  been 
its  firm  anti-Communist  position, and  its  ability 
to  maintain  order.  But  every  move  by  the  great 
powers  in  the  direction  of  greater  co-operation 
with  Portugal  has  been  used  by  the  Lisbon  Sec¬ 
retariat  of  Information  as  proof  positive  of  the 
friendship  between  the  governments  of  Portugal, 
Britain,  and  the  United  States — and  the  funda¬ 
mental  identity  of  their  interests.  The  result  is  that 
the  democratic  opposition  has  reluctantly  been  led 
to  feel  that  the  Western  powers  have  bought  Por¬ 
tuguese  military  co-operation  in  exchange  for  their 
support  of  the  Salazar  dictatorship. 

Portugal’s  ties  with  the  West  have  been  rein¬ 
forced  since  the  war  not  only  through  the  ERP, 
and  in  Western  support  for  its  application  to  the 
UN,  but  also  through  bilateral  and  multilateral 
defense  engagements.  In  June  1948  both  nations 
agreed  to  extend  the  routes  used  by  their  civil 
air  carriers,  making  it  possible  for  American  air¬ 
lines  to  schedule  flights  to  Britain  and  North¬ 
ern  Europe  by  the  southern  route  during  haz¬ 
ardous  winter  weather.  London  and  Lisbon  now 
engage  in  technical  co-operation,  with  Britain 
equipping  Portuguese  land  and  air  forces.  In  early 
1949  negotiations  were  Undertaken  with  a  view  to 
associating  Portugal  with  the  North  Atlantic  pact. 

These  moves  to  bring  Portugal  into  the  Western 
bloc  have  met  an  obstacle  in  Lisbon’s  sovereignty. 
In  a  speech  to  the  armed  forces  in  April  1948 
Prime  Minister  Salazar  made  it  clear  that  Portu¬ 
gal,  for  example,  would  not  enter  the  Western 
Union,  a  European  federation,  or  any  organiza¬ 
tion  which  would  limit  its  “independence  and  in¬ 
ternal  liberty.”  This  problem  was  raised  in  con¬ 
nection  with  the  negotiations  over  the  Azores 
bases  and,  again,  in  the  spring  of  1949  over  Por¬ 
tugal’s  adherence  to  the  North  Atlantic  pact,  when 
the  Portuguese  Embassy  in  Washington  issued  a 
statement  declaring  that  the  government  could  not 
“accede  to  any  international  commitment  which 
might  tie  them  to  the  obligation  of  granting,  in 
peacetime,  military  bases  to  a  foreign  power.” 
But  Lisbon’s  special  insistence  on  this  point  may 
not  have  been  intended  merely  to  underline  a  prin¬ 
ciple,  but  also  to  carry  Spain  into  the  alliance  along 
with  it.  Washington  has  taken  the  position  that 
Spain  should  not  be  invited  to  join  while  General 
Franco  heads  the  government.  This  stand,  accord- 

17.  See  Prime  Minister’s  speech  of  Apri  28,  1948  to  armed 
services,  The  West  Faces  Russia  (Lisbon,  SNI  Editions,  1948). 

18.  Press  Release  (Washington,  Portuguese  Embassy),  March 
15,  1949. 


ing  to  Lisbon,  raised  the  question  of  its  special 
military  agreement  with  Madrid.  Under  the  Iberian 
pact,  concluded  in  1939  and  renewed  last  year, 
the  two  countries  are  pledged  not  to  enter  into 
any  alliances  directed  against  each  other,  but  to 
report  developments  affecting  their  mutual  security. 
It  is  also  believed  that  some  agreement  exists  be¬ 
tween  Madrid  and  Lisbon  for  the  pooling  of  mili¬ 
tary  resources. 

The  fact  of  Portugal’s  presence  in  the  Western 
partnership  makes  this  arrangement  something 
less  than  an  association  of  “free  nations,”  as  it  is 
described.  It  brings  the  Western  group  a  step 
closer  to  receiving  Spain  into  their  community. 
The  assertion  frequently  made  that  “Portugal  is 
Spain’s  window  to  the  West”  is  not  thus  disproved 
The  Franco  and  Salazar  regimes  desperately  need 
American  recognition,  protection  and  dollars.  An 
aid  proposal  might  be  justified,  with  some  appear¬ 
ance  of  plausibility,  on  the  grounds  of  noninter¬ 
vention.  In  this  situation,  however,  noninterven¬ 
tion  becomes  its  opposite:  intervention  on  the  side 
of  governments  which  may  or  may  not  be  popu¬ 
larly  supported,  but  which  have  never  given  their 
subjects  an  opportunity  to  express  their  feelings 
on  the  matter.  If  Portugal  obtains  materiel  under 
the  arms  program  related  to  the  North  Atlantic 
pact,  the  opposition  fears  that  an  occasion  may 
arise  when  these  arms  will  be  turned  against  the 
Portuguese  people  themselves.  Rumors  are  current, 
moreover,  that  military  supplies  will  be  diverted 
to  the  Spanish  army  via  Portugal. 

The  only  valid  case  that  can  be  made  for  United 
States  policy  toward  the  latter  country,  and  that 
which  is  urged  upon  this  government  for  Spain, 
is  that,  since  these  repressive  regimes  owe  their 
existence  to  conditions  of  poverty,  ignorance  and 
isolation  that  persist  on  the  peninsula,  no  political 
improvement  can  be  expected  until  these  condi¬ 
tions  are  removed.  If  aid  is  extended  on  this  basis 
— in  the  hope  that  it  will  eventually  help  bring 
about  the  appearance  of  democratic  forms  of  gov¬ 
ernment — then,  in  the  opinion  of  many  observers, 
it  should  be  hedged  with  prior  stipulations  for  the 
genuine  “liberalization”  of  the  regimes.^^  Until 
these  conditions  are  met,  it  is  felt,  the  West  should 
not  toss  away  its  enormous  bargaining  power  in 
making  advances  toward  Spain  and  Portugal 
which  need  us  more  than  we  need  them  and,  at 
the  present  writing,  are  extremely  doubtful  assets 
as  allies. 

19.  New  Yorh,  Herald  Tribune,  February  24,  1949. 
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